The 

HANNA 

MINING 


ANNUAL REPORT • 1958 










THE HANNA MINING COMPANY 


General Office: 


Cleveland, Ohio 


Directors 


Officers 


P. G. Harrison 
Herbert Hoover, Jr. 
G. W. Humphrey 
George H. Love 
W. A. Marting 
W. H. Moore 
N. W. Pearson 
H. L. Pierce 
J. H. Thompson 


J. H. Thompson. Chairman of the Board 

G. W. Humphrey. President 

W. A. Marting. Executive Vice President 

J. K. Gustafson. Vice President , Geology and 

Development 

J. C. Rieger. Vice President , Ore Sales 

D. N. Vedensky. Vice President , Research 

R. W. Whitney. . Vice President , Mining Operations 

L. W. Spang. Secretary 

R. E. Beal. Treasurer 

R. H. Bartholomew. Comptroller 

S. L. Engel. Assistant Secretary 

L. E. McChesney. Assistant Secretary 

F. W. Bennett. Assistant Secretary 

C. E. Nickels, Jr .Assistant Treasurer 


Registrar and Transfer Agent: The NATIONAL CITY BANK of CLEVELAND, Cleveland, Ohio 


Contents Introduction. 2 

Financial Results. 3 

Iron Ore. 4 

Shipping. 6 

Docks. 6 

Nickel. 7 

Exploration. 7 

Research. 8 

Consolidated Income and Earnings Used in 

the Business. 9 

Consolidated Balance Sheets.10 































To the Stockholders of The Hanna Mining Company 


W E are pleased to present this, the first annual report of The Hanna 
Mining Company. 

Until last November, Hanna Mining, formerly Hanna Coal 6? Ore 
Corporation, was a majority'owned subsidiary of The M. A. Hanna Com' 
pany, which is now a substantial minority stockholder. 

This change was in keeping with a pattern followed for many years 
by The M. A. Hanna Company as it expanded and developed. In the past, 
as various portions of the company’s business have increased in importance 
they have been established as independent corporations, with M. A. 
Hanna retaining large minority ownership. In this fashion, they have 
gradually become independently managed and their future growth and 
development independently financed, with additional public participation. 

Last year, following a 4'for'l stock split, Hanna Mining offered its 
stockholders 313,038 additional shares of common stock on a pro rata basis. 
The sale of 312,085 of these shares increased the number outstanding from 
1,118,080 to 1,430,165. The M. A. Hanna Company chose not to exercise its 
rights to subscribe to additional stock but passed them on to its stockholders. 

Thus, Hanna Mining, which has recorded substantial expansion and 
development in recent years, was transformed into a corporation with 
wider public ownership and an expanded credit base. 

Proceeds from the sale of the additional shares, 321,377,823, were 
used by Hanna Mining to retire the bank indebtedness of 321,000,000 it 
incurred in August when it purchased 184,900 shares of M. A. Hanna 
common stock from the Hanna Fund, a charitable foundation established 
by the late Leonard C. Hanna, Jr., and from The Cleveland Museum of 
Art, a beneficiary of his estate. 

In the annual reports of The M. A. Hanna Company and The Hanna 
Mining Company, being sent this year to the stockholders of each, com' 
parisons with results of previous years have been made as though the 
two companies had been separate, unconsolidated operations. 
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BUSINESS INF. BUR 

CORPORATION FILE 


N ET sales and revenues of the company 
and its consolidated subsidiaries in 
1958 were 378,132,477, as compared to 392/ 
350,635 in 1957. Net profit was 38,090,327, 
equal to 35.66 per share on the 1,430,165 
shares outstanding at the end of 1958. Net 
profit in 1957 was 310,219,045, or 39.14 per 
share on the 1,118,080 shares outstanding. 

Dividends of 31.40 per share, paid during 
1958, amounted to 31,690,146, while in 1957 
dividends of 31-25 per share, or 31,397,600, 
were distributed. 

For comparative purposes, financial high¬ 
lights of the past four years are presented in 
the following table: 



Sales and 

Net 

Net Profit 

Dividends 

Book 

Book Value 


Revenues 

Profit 

Per Share 

Per Share 

Value 

Per Share 

1955 

$73,933,000 

$ 6,165,000 

$5.51 

$1.12*$ 

$40,432,000 

$36.16 

1956 

87,461,000 

7,389,000 

6.61 

1.25 

46,424,000 

41.52 

1957 

92,351,000 

10,219,000 

9.14 

1.25 

55,245,000 

49.41 

1958 

78,132,000 

8,090,000 

5.66 

1.40 

83,023,000 

58.05 


Per share calculations of net income, dividends, and book value for the years 1955 through 1957 are based 
on 1,118,080 shares outstanding. For 1958, these figures are based on 1,430,165 shares outstanding. 


During the past four years capital ex¬ 
penditures for the improvement, replacement 
and modernization of our iron ore mining and 
other facilities aggregated 321,207,347, which 
were financed out of earnings retained in the 
business. This amount includes 310,595,688 
of such expenditures in 1958, which brought 
our working capital at year-end to311,212,579, 
as compared to 316,783,244 at the end of 
1957. 
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TT/ E ,at Hanna Mining ,have striven to \eep abreast of,and wherever possible 
V V to lead in the developments taking place in our various fields of business. 
In recent years , this has meant initiating new projects , adapting ourselves to new 
markets, venturing into new product areas and providing new services for our 
customers. So, in our first annual report we present brief summaries of recent 
developments in our fields , along with the reports of activities during 1958 . 


Iron Ore 


Perhaps little realized by the general public have been the far-reaching and highly 
significant changes in the iron ore industry since the end of World War II. Traditionally, 
most steel has been produced in this country from what is known as “direct shipping" ore 
—that is, ore shipped directly from mine to furnace. As the supply of high grade ore 
diminished and new steelmaking techniques developed, beneficiation, or the up-grading of 
lower grade ore, has become necessary, as has the search for additional sources of direct 
shipping ore. Much higher capital costs result from the construction of beneficiation plants 
and the development of high grade ore deposits in less accessible areas. 


Domestic Sources —For many years we have owned or leased iron ore properties 
in Minnesota, Michigan and Missouri. Much of the ore from these properties, produced 
from 12 open pit and two underground mines, is concentrated before shipment to con¬ 
sumers. Another open pit mine and concentrating plant, Groveland, is being brought into 
production this spring. 

Ore from our properties in the Lake Superior District moves down the lakes to steel 
plants in the midwest, the heart of America's steelmaking capacity. The ore produced in 
Missouri is consumed in the St. Louis area. 

Production from these properties during the past four years has been: 1955, 2,694,712 
tons; 1956, 2,813,149 tons; 1957, 2,775,616 tons; and 1958, 1,813,642 tons. 

We also purchase substantial tonnages of iron ore from other companies and from 
affiliated companies in which we have an interest. Total ore sold in each of the past four 
years, including that produced from our properties, was: 1955, 7,841,034 tons; 1956, 
8,256,517 tons; 1957, 7,875,321 tons, and 1958, 6,627,007 tons. 


Quebec-Labrador -Until recently there was only limited production of iron 
ore in Canada. Today, that nation ranks fourth among the iron ore producers of the free 
world and its future looks exceedingly bright. Much of Canada's ore tonnage today is 
produced by Iron Ore Company of Canada, in which we have a 20 percent interest. De¬ 
velopment of the I.O.C. properties included construction of a 360-mile railroad, docks, 
townsites, hydro-electric plants and other facilities. The first ore was shipped in 1954 
and production in the past four years has been: 1955, 8,500,000 tons; 1956, 12 , 100,000 
tons; 1957, 13,000,000 tons, and 1958, 7,800,000 tons. 

Of the 7.8 million tons produced by Iron Ore Company of Canada in 1958, 5.1 million 
tons came from the concession of Hollinger North Shore Exploration Company, Limited, 
and 2.7 million tons from the concession of Labrador Mining and Exploration Company, 
Limited. Hanna Mining owns 40 percent and 18 percent of the equity of these two com- 
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panies, respectively. It is the practice of The Hanna Mining Company to carry its invest' 
ments at not over cost, which is the amount reflected in its financial statements. The book 
value of our equity in these two companies, on their own books, at the end of 1958 exceeded 
their cost to Hanna Mining by about 5510,500,000. 

Long'term improvements in the Iron Ore Company project continued. Work on the 
railway roadbed was carried on and the planned expansion of the Menihek power plant, 
approximately doubling its capacity, was begun in 1958 for completion in 1960. Additional 
housing and other facilities are scheduled for 1959 completion. 

Of overriding significance in 1958, however, was the decision to proceed with a large 
beneficiation project near Carol Lake, approximately 40 miles west of the Quebec, North 
Shore and Labrador Railway, 220 miles north of the port of Sept lies. This project will 
produce concentrates to supplement the high grade ore from the open pit mines in the 
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The SS. M enihel{ La\e y launched in January in Collingwood , Ontario , 
is to start moving iron ore from Sept lies to Lal(e Erie this spring. 


SchefFerville area. The program calls for construction of a pilot plant at the site this summer, 
completion of a railway spur to the site next winter, and construction of a plant to produce 
6 million tons of concentrates annually, a town to house 3500 people, a power plant, and 
related facilities. Operation of the plant is scheduled for late 1962 and its product will be 
among the highest quality iron ore concentrates in the world. 


Shipping 


We own three Great Lakes vessels and have an interest in a fourth. They carry ore 
from upper lakes ports to lower lakes ports and are loaded with coal for the return trip. 
Since the opening of the QuebecTabrador fields we have acquired one ocean vessel and 
part ownership of four others. They carry ore from Sept lies to Atlantic seaboard and 
foreign ports. During the winter, when Sept lies is closed to navigation, they carry various 
other bulk cargoes. 

We also have part ownership in two lake-type vessels now being constructed primarily 
for the Sept IlesTake Erie iron ore haul. These vessels are 715 feet long and will have a 
capacity of more than 24,000 tons. 

In January, 1959, one of these ships, the SS. Menihek Lake, was launched and will be 
ready for operation the first of May. The second vessel is scheduled for delivery for the 1961 
navigation season. 


Docks 


Exporting ore from North America is becoming an increasingly important aspect of 
our business. Last year approximately 2 million tons of ore from the QuebecTabrador 
fields were shipped to steel producers in the British Isles and Europe. Our ore docks and 
storage yards have been extended from operations on the Great Lakes to include U. S. 
coastal facilities and a new dock and yard in Rotterdam. 

The Rotterdam dock is just being completed by Hanna Mining and Dutch associates, 
Wm. H. Muller & Company, N.V., prominent European ore merchants and shipowners. 
The first shipment of ore was unloaded over this dock in January, 1959. The work has 
progressed on schedule and limited storage area and reclamation facilities are now available. 
Full storage for 1.5 million tons of ore will be ready before the arrival of the first ore from 
Sept lies in May and full reclamation facilities will be in operation next October. This is 
an important addition to European dock facilities, for, unlike most docks abroad, it combines 
large storage area with facilities for unloading, reloading, transfer from ship to ship or to 
river barge. It can handle the largest bulk carriers with the deepest drafts afloat and can be 
readily expanded. 
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Nickel For many years, we have held leases on substantial nickel ore deposits near Riddle, 

Oregon. Following extensive research by ourselves and others, a feasible method was 
devised for processing these low grade nickel ores. After extended negotiations with the 
Government, a contract was signed early in 1953 calling for production of high grade fern> 
nickel alloys for the account of the Government. Production at the mine and smelter began 
in 1955, with the following amounts of contained nickel delivered: 1955, 6,500,000 lbs.; 
1956, 11,400,000 lbs.; 1957, 18,000,000 lbs.; and 1958, 21,000,000 lbs. 


The unloading equipment is 
now in operation at the 
Rotterdam Doc\; facilities 
for reclaiming material from 
the storage yard at right are 
to he installed this year. 



Exploration 


The transformation of our business from one located chiefly in the midwestern 
United States to one of world'wide scope has greatly extended the area we can explore 
for ore. Many years of exploration and evaluation preceded the opening of the Quebec^ 
Labrador fields and further work in that area continues. 

Our principal activity in South America in 1958 was the further exploration of the 
properties of St. John del Rey Mining Company, controlling interest of which was 
acquired in February 1958, by Hanna Mining and Leo Model of New York and associates. 
St. John d'el Rey has for many years operated a gold mine and also owns large iron ore 
reserves in Brazil. Our work proved the existence of large tonnages of extremely high grade 
iron ore, with excellent prospects for expansion. At present, engineering and planning are 
continuing and cost studies are being made. Our exploration of the gold deposits has not 
located additional gold reserves. 

In Venezuela, drilling and sampling of iron ore deposits on the Maria Luisa property, 
which we own with Republic Steel Corporation, were resumed after several years of 
inactivity. 

Near Lake Izabal in Guatemala, we acquired a large concession which contains 
laterite nickel deposits which we have been investigating for the past four years. 

Additional geological and geophysical work in Missouri extended the life of our iron 
mining operations there. 
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Research F° r man y y ears » our laboratories have been devoted primarily to basic metallurgical 

and agglomeration studies of various iron ores. This work includes evaluation of ore samples 
from new sources and continuing development of new and improved methods for treating 
and handling iron ore from traditional sources. In addition, considerable work has been 
done over the years in non-ferrous metallurgy, with particular emphasis on the nickel 
laterite ores of Oregon. 

Last year, extensive studies were completed in connection with the Carol Lake proj¬ 
ect, including determination of the more feasible processes for beneficiating the iron ore. 

***** 

Since Hanna Mining's inception, The M. A. Hanna Company as agent has managed 
its operations, in accordance with the prevailing practice in the iron ore industry, under 
contractual arrangements similar to those used by M. A. Hanna in its agency-management 
relationships with other iron ore mining corporations. A program is being evolved which 
will eventually include the assumption of management responsibilities directly by Hanna 
Mining. It is not expected that these changes will have any material effect upon either 
company's net profits. 

Our board of directors on March 5, 1959, was greatly strengthened by the addition of 
Herbert Hoover, Jr., consulting engineer, Los Angeles; William H. Moore, chairman 
and chief executive officer of Bankers Trust Company, New York; Nathan W. Pearson, 
vice president of T. Mellon and Sons, Pittsburgh; George H. Love, chairman of Con¬ 
solidation Coal Company, and H. L. Pierce, retired Hanna Mining vice president, Scotts¬ 
dale, Arizona. 

***** 

These important developments in our operations and organization provide a solid 
foundation for future achievement. We are in a much stronger position to take advantage 
of the opportunities that will accompany the growth of our nation's economy and the 
continued emergence of our industry as one of world-wide activity. 

We wish to express our very deep appreciation to the men and women of the Hanna 
organization for their excellent performance in the past, and especially during the often 
difficult days of 1958. 

By Order of the Board of Directors , 

Joseph H. Thompson Gilbert W. Humphrey 

Chairman of the Board President 

Cleveland, Ohio, March 10, 1959 
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The Hanna Mining Company 


Consolidated Income and 
Earnings Used in the Business 


INCOME 

Net sales and operating revenue. 

Cost of goods sold, operating and other expenses . . . 

Dividends. 

Interest — net. 

Profit on sales of property items. 

Sundry income. 

Depreciation, depletion, amortization and development 
Sundry deductions. 

Profit Before Taxes on Income . . 

Provisions for estimated income taxes. 

Net Profit. 

EARNINGS USED IN THE BUSINESS 

Balance at beginning of year. 

Net profit for the year. 

Deduct dividends paid (1958—$1.40; 1957—$1.25) . . 

Balance at End of Year. 


YEAR ENDED DECEMBER 31, 

1958 1957 


378,132,477 

392,350,635 

64,739,252 

74,954,517 

313,393,225 

317,396,118 

1,460,417 

3,519,456 

516,762 

822,753 

358,013 

13,689 

36,386 

136,473 

315,764,803 

321,888,489 

3 2,412,064 

3 6,077,852 

7,988 

7,507 

3 2,420,052 

3 6,085,359 

313,344,751 

315,803,130 

5,254,424 

5,584,085 

3 8,090,327 

310,219,045 


352,324,363 

343,502,918 

8,090,327 

10,219,045 

360,414,690 

353,721,963 

1,690,146 

1,397,600 

358,724,544 

352,324,363 


See notes to consolidated financial statements. 








































The Hann; 

CONSOLIDATEE 


ASSETS 


DECEMBER 31. 



1958 

1957 

Current Assets 



Cash. 

U. S. Government and other short term investments 

3 1,368,822 

3 1,288,720 

— at cost. 

12,036,517 

17,901,770 

Trade and sundry receivables. 

Inventories—Note A 

4,216,676 

2,242,539 

Iron ore. 

3 930,104 

3 1,670,278 

Supplies. 

280,608 

395,397 


3 1,210,712 

3 2,065,675 

Total Current Assets. 

5518,832,727 

323,498,704 

Other Assets 



Sundry deposits, receivables and advances, 



less reserves—Note B. 

469,682 

749,448 

Investments 



Securities of Iron Ore Company of Canada —at cost 
Common stock of The M. A. Hanna Company — 

5521,411,000 

320,630,000 

at cost. 

21,146,600 

—o— 

Other investments, less reserves—Note C . . . . 

9,166,546 

6,593,1% 


351,724,146 

327,223,1% 

Property, Plant, and Equipment 



Mineral lands, plants, vessels and equipment — 
mainly at cost. 

Less reserves for depreciation, depletion and 

336,601,540 

327,079,089 

amortization. 

15,277,756 

15,249,965 


321,323,784 

311,829,124 

Deferred Charges 



Advance mining royalties. 

3 583,022 

3 865,384 

Prepaid expenses. 

110,180 

128,224 


3 693,202 

3 993,608 

393,043,541 

364,294,080 





































Vlining Company 
BALANCE SHEETS 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


DECEMBER 31, 


1958 

Current Liabilities 

Trade accounts and sundry items. 15 3,494,380 

Accrued items, other than taxes on income .... 3,791,468 

Taxes on income—estimated. 3,334,300 

Less U. S. Treasury bills. ( 3 , 000 , 000 ) 

Total Current Liabilities . 3 7,620,148 


1957 

3 2,551,647 
3,899,471 
4,264,342 
( 4 , 000 , 000 ) 
3 6,715,460 


Reserves 

General contingencies. 

Workmen's compensation and other. 

Stockholders' Equity 

Common stock, par value 31 
Authorized 1,500,000 shares 
Issued and outstanding (1958) 1,430,165 shares 

Capital surplus—Note D. 

Earnings used in the business. 


3 1,507,840 
892,157 
3 2,399,997 


3 1,517,284 
815,944 
3 2,333,228 


3 1,430,165 
22,868,687 
58,724,544 
383,023,3% 
393,043,541 


3 279,520 
2,641,509 
52,324,363 
355,245,392 
364,294,080 


See notes to consolidated financial statements. 



























NOTES to Consolidated Financial Statements 


Note A — Inventories are priced on the basis of the 
lower of average cost or market. 

Note B —At December 31, 1958, the Company's 
portion of the unexpended balance in The M. A. 
Hanna Company Pension Plan for Licensed Officers 
and Stewards amounted to$414,649. The Company, 
at the same date, had an unexpended balance in an 
account known as the "Supplemental Retirement 
Account” of $302,686. Neither balance is included 
in the consolidated balance sheet as the funds 
deposited in accordance with the plans were 
charged against income when they were deposited. 

Note C—Amounts for other investments are based 
mainly upon cost or carrying amounts for assets 
exchanged for securities, less reserves, and include 
investments in subsidiaries not consolidated carried 
at the net amount of $4,016,066. The Company's 
proportionate share of net profits of these sub* 
sidiaries exceeded the dividends received from such 


subsidiaries by $447,151 for the year 1958. The 
accumulated net profits of such subsidiaries, not 
taken up, amounted to $1,368,296 at December 31, 
1958. 


Note D — Represents excess of amounts paid in over 
stated capital and amounts arising from sources 
other than earnings. During the year 1958, $838,560 
was transferred from this account to stated capital reb 
ative to the fourTorone stock split and $21,065,738, 
representing excess of amount paid in over par value 
of 312,085 common shares sold, was added to this 
account. 


Note E —The Company was contingently liable, 
as guarantor of the performance of Hanna Nickel 
Smelting Company (unconsolidated subsidiary) 
relative to certain provisions of an agreement 
between that company and Defense Materials Pro* 
curement Agency. 


ACCOUNTANTS’ REPORT 


Board of Directors 

The Hanna Mining Company 

Cleveland, Ohio 

We have examined the consolidated financial statements of The Hanna Mining Company and its consolidated 
subsidiaries for the year ended December 31, 1958. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of consolidated income and 
earnings used in the business present fairly the consolidated financial position of The Hanna Mining Company 
and its consolidated subsidiaries at December 31, 1958, and the consolidated results of their operations for the 
year then ended, in conformity with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 

ERNST fc? ERNST 

Cleveland, Ohio 
February 20, 1959 














